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Head of Secretariat
Financial System Inquiry
The Treasury

Langton Crescent
PARKES ACT 2600

By email: fsi@treasury.gov.au
Dear Sir

Financial System Inquiry - Terms of Reference

Thank you for the opportunity to comment on the draft Terms of Reference for the Financial
System Inquiry.

We support the approach of adopting Terms of Reference that are broad in scope so that the
Inquiry is able to undertake a "root and branch" examination of the financial system.

We suggest that paragraph 5 of the Terms of Reference is extended to state that the "Inquiry will
take account of the regulation of the general operation of companies and managed investment
schemes through corporations law to the extent these impinge on the efficiency and effective
allocation of capital within the financial system".

Collective investments have become a more significant and sophisticated feature of Australia's
financial system since the 1997 Financial System Inquiry, both as a financial product for retail and
institutional investors and as a method of distributing funds to productive economic activity. They
are now important vehicles influencing the efficiency and effective allocation of capital within the
financial system. They offer great opportunities for economic growth and wealth management but,
as shown by the GFC, are particularly sensitive to domestic competition between financial services
providers and to the international competitiveness of Australia's financial system.

Extending paragraph 5 of the Terms of Reference in the manner suggested above will enable the
Inquiry to examine how well the regulatory arrangements for managed investment schemes have
responded to their growth and the challenges of the GFC, and to make any appropriate policy
recommendations that arise from that examination.

We have a keen interest in the Inquiry, particularly in relation to financial regulation and the
international competitiveness of Australia's financial system. We look forward to being able to
comment on the substantive policy issues arising in those areas once the Inquiry is underway.

Yours faithfully

Michael Ryland Lisa Simmons

Partner Partner

T: +61 2 9258 5627 T: +61 2 9258 6595

E: michael.ryland@ashurst.com E: lisa.simmons@ashurst.com

AUSTRALIA BELGIUM CHINA FRANCE GERMANY HONG KONG SAR INDONESIA (ASSOCIATED OFFICE) ITALY JAPAN Papua NEw GUINEA
SAUDI ARABIA SINGAPORE SPAIN SWEDEN UNITED ARAB EMIRATES UNITED KINGDOM UNITED STATES OF AMERICA

Ashurst Australia (ABN 75 304 286 095) Is a general partnership constituted under the laws of the Australian Capital Territory and iIs part of the
Ashurst Group. The Ashurst Group has an office in each of the places listed above.

227599356.01



